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MIMORANDIM OF UNDERSTANDING

PTRPOSE

This Memorandum of Understanding between the Logistics Cffice
and the Office of the Comptroller is for the purpose of
clarifying the responsibilities and authorities of the
Industrial Contract Audit Branch, Finance Division, Office of
the Comptroller, and the Procurement Division, Logistics
Office, with regard to the negotiation, administration, cudit
and settlement cf Agency cost type contracts and fixed price
contracts containing price redetermination provisions.

FUNCTIONS AND RESPONSIBILITIES

The finctions and responsibilities as stated herein are those
which pertain to the negotiation, administration, and settle-
ment of contracts only.

(a) CFFICE CF THE COMPTROLLER

The Office of the Comptroller is responsible for:

(1) Furnishing audit services in connection with pro=-
posed, current, completed, and terminated contracts
except those for personal services.

(2) Furnishing accounting counsel to Agency officials.
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(3) Avditing contractors! vouchers in the lisht of
Leeney contracts and amendments thereto,

(1) Establishing accountine procedures and instructions
for contractors regarding billins and accountine
requirements.

on a timely basis in accordance with the terms and
conditions of the contracts and amendments,

and cooperative relaticnships with contractors.
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(5) Effecting properly authorized payments to contractors

(A) Assisting the Loristics Office in maintainine eguitable
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(b) LOGISTICS OFFICE

The Logisties Cffice is responsible for:

(1) The vnrocurement of supplies, equipment, and non-rersonal
services in accordance withexisting statutory
avthority, limitations, and prohibitions.

(2) The negotiation, administration, inspection, and
settlement of Agency contractse.

(3) The maintenance of equitable and cooperative relation-
ships with contractors.

(Li) The preparation of such contractuel deseuments as will
nermit expeditious payments to contractors.

III. POLICY

(a) PRECONTRACT AUDIT

Precontract audits will be performed on all cost type

contracts (including fixed price contracts with price
redetermination provisions), the total amounts of which are
inexcess of $50,000.00, except when adequate accountings

data are available [rom Government Agencies in connection

with the negotiation and settlement of Government contracts.
Such precontract audits will include an accountine system survey
and advice to the contractor as to Covernment methods and
nrincinles which must be met in maintaining accounting records,.

(b) WATVER OF AUDIT

(1) The Comptroller shall have discretionary authority o
to euvdit any cost type of fixed price contract con- of .
taining vrice redetermifiation provisions., However,
waen it is the considered judgment of a contracting
nfficer that the Agency's interestwuld be served
best by dispensine with an audit proposed by the ICAB,
he may prepare for the Chief of Logistics! signature
a memorandum addressed o the Comptroller in which it
will be recommended that no audit be conducted and
the reasons therefor,
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IV.

(c)

(a)

(e)

(2) In such a case, the Chief, ICAB, will not initiate
zudit action until the Ccmptroller shall have
authcrized it.

CONTRAGTUAL PROVISIONS FOR AUDIT

Cost contracts and fixed price contracts subject to
price redeterminaticn will contain a provision for
avdit v an authorized representative of the Central
Tntelligence Agency, except when such contracts are
Leency or Government sterile, In that evemt, the con-
treet will provide for such audit as is consistent with
the sensitivity of the contract, including auvdil by
certified public accountants.

EXAMINATION OF RECORDS CLAUSE

A11 unclassified contracts payable {rom vouchered funds
whiich have been negotiated without advertisinge shall
include an "Examinaticn of Records Cl=use," as required
by L1 T.S,Ce 153 (c), granting the Comptroller Ceneral

of the United States or any of his duly authorized
representatives the richt to exawine rocords, All clrss-
ilfied contracts payable from vouchered funds which have
been negotisted without advertising shall include a
cleuse generally similar but requiring the Contracting
Officer's prior approval bvefore the Contractor makes
available his records to the Comptroller General., Con-
trzets payanls [rom unvouchered funds which have been negote-
iated without advertisine shall include a clause granting
the duvly authorized representative of the Central
Intellirence Agency the rlght to examine records for a
period of three years from the date of final payment.
Government sterile contracts, however, will not contain
any such clause nor will contracts where Government in-
terest is sufficiently sensitive to make the inclusion

of such a clause inadvisable even though the contract

may not be technically Government sterile.

SETTLEMENTS

—— e ta— AT it

It is the volicy of the Agency to take whatever steps are
necessary prior to settlement to effect reconciliation
between the Contractor's claim and the aulit repcrt.

PROCEDTRE

It is asreed that the following methods and ovrocedures will be
feollowed or carried out by the two offices concerned in conncce
tion with Agency contiracts,.
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(a) AUDIT SCHEDVLES

(o)

(c)

Approved For Release 20p2/0§

The Office of the Comptroller will prepare a tentative
audit schedule at the beginning of each fiscal year and

a copy will be forwarded ‘o the Lopistics Office. The
audit schedule will take into considerati.n every con-
tract known to the Comntroller's Office tole in existence
at time of preparation. The Logsistics Office will review
the information schedulaed and add thereto any contracts
that are in e xistence which do not appsar on the schedule,
and will advise the Comptroller's Office within five (5)
workine days of the additions necessary to complete the
schedule furnished., Additionally, the Logistics Office
should request chanpes in the audit schedule if informa=-
tion in their possession dndicates such action to be desir=-
able. The original schedule will be revised by both.the
Losistics and Comptroller's Offices as changes are
dictated and should be closely coordinated between LO
personnel and employees in the Industrial Contract Audit
Rranch to preclude the need for furnishing a new

schedule more often than semi-annually, DIach schedule
prepared shall receive the sare attention as stated herein,

PREPARATICN OF AUDIT REPORTS

Audit revorts will be prepared in such manner as to
categorize each exception or suspensiocn of a Contractor's
claim intos

(1) Questions of fact.

(2) Cvestions of judgment.

(3) CQuestions of law,.

(L) Guestions of accounting.

(5) Questions of technical opinion and judgment.

DETERMINATION OF QUESTIONS

(1) Questions of judgment and/or fact.
Contracting Officers will make final determinations
on questions of judgment or fact. ©uch determinations

shall be in writing, copies of whichshall be forwarded
to the Cffice of the Comptroller,
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(2) Questicns of law.

vestions of law as to which the Contracting Cfficer
and the Chief, ICAB, are unable to agree will be
referred to the General Counsel, whose written
opinion shall be binding upon Contracting and
Gertifying Officers.

(3) GQuestions of accounting.

The 0ffice of the Comptroller will make technical
determinations with respect to questions of account-
ing methods and procedures and the proper allocation
of charges against Agency contracts.

(L) 2uestions of technical opinion or judement.

The Contractine Officer will seek and obtain advice
and counsel of technical representatives of the
Acency or from outside the Agency, as necessary, in
order to make findings of faect with resmect to tech-
nical matters, The Contracting Officer is authorized
to make final determinations on such matters, and his
findings shall be reduced to wiiting and shell be
final,

(a) SETTLEMENTS
The following procedure will be followed with respect to
the settlement of contracts (following an audit, as re-
muired)s

(1) Contract negotiators and auditors will meet informally
Tor the purpose of analyzing and making preliminary
determinations with respect to allowances, disallow=
ances, and/or suspensions under Agency contracts. An
effort will be made by these individulas e reach
agreement satisfactory to both the Logistics 0ffice
and the Office of the Comptroller.

(2) Failing to reach such an apreemént, the negotiator
and the auditor will in a joint meeting nresent their
separate views to the Contracting Officer for a
decision;

(3) 1r agreement cannot be reached in meetings as described
in parasraph IV (d) (2) above, the unresolved matters
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(L)

(5)

(6)

will be discussed between the Contracting Officer and
the Chief, Finance Division, If asreement cannot be
reached at this level, the malter will be referred to
the Comptroller, and the Chief of Logistics.

Letters of nroposed settlement will be coordinated
with the Office of the Comptroller for review and
comment prior to execution. OSuch letlers will be re=
turned to the Logistics Bffice within five (5) working
days after receipt,

If the proposed settlement is rejected by the Contractor,
settlerent meetings will be established which will be
attended by a representative of the 0ffice of the Conme
ptroller., The Contracting Officer will act as Chair=-

man of the settlement meetings; and when final deter-
winations are reached in such meetings and concurred

in by the representative of the Office of the Comptroller,
final payment will be made in accordance with such
determinations. Results of such meetings will be reduced
to writing in the form of a memorandum for the record or
an amendment to the basic contract, as appropriate,

and cornies will be forwarded to the Office of the
Comptroller to support final payment.

Payment will be effected by the Office of the Comptroller
in the amount determined by the Contracting Officer, pro=-
vided that the terms of this Femorandum of Understanding
have been followed. That Office will not make payment

in any other amount without prior notice to and con-
currence in by the Contracting Officer,

V. ACCOTNTING BROCHURE

The Office of the Comptroller agrees to prepare and publish
an accownting brochure to be supplied to each Agency contractor
at the time of the execution of cost type contracts.

CONCUR:
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